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INTERIM REPORT TO THE SHAREHOLDERS 
at June 30, 1968 < 


~The estimated consolidated results of the operations of your Company for the 
six-month period ended June 30, 1968, subject to audit and year—end adjustments, are 
set out below with comparative 1967 figures adjusted on a pro—forma basis to 
include results of subsidiaries acquired in the latter part of that year as well as 


1967 year-end adjustments. 
First Six Months 


1968 i967 
‘alge. (i. J) SES Pee eee $28,964,000. $27,137,000. 
iMCOnCmDeLORCenIGOMG SAKES! cist. <c cis ss eee se eae s SIO) (CSO) 438 ,563. 
DOIGTO EN ANG 1S ai Sec eS eon 255,000. 210, 000. 
Tracne te (ieuse ae tes $ 255,090. $ 228,563. 


Sales for the six first months of 1968 represented an increase of 7% over the 
like period of last year while net income increased by 11%. However the following 
factors should be considered in relating these eye results to a complete 
year of operation. 


The plumbing, heating and related products wholesale industry is cyclical with 
the period of greatest sales volume being from May to November, while overhead, with 
the exception of pre—-operating expenses of new branches, is fairly consistent over 
the year. Therefore year-end results depend substantially on those sales made 
during the high productivity period provided that gross profit margins are 
maintained and against which there is no major increase of fixed overhead. 


On June 28, we acquired the plumbing, heating and electrical wholesale business 
of J. S. Mitchell (1964) Ltd., an important company serving Sherbrooke and the 
Eastern Townships of Quebec. This acquisition also marks the entry of your Company 
in the electrical wholesale industry. 


During the period, we disposed of our holdings in shares of class "B" of Cygnus 
Corporation Limited for an amount of $5,750,000., the proceeds of which being 
utilized for acquisition purposes or to reduce outstanding bank loans. 


Yours very truly, 


Lucien Cornez, 
President 


Unrited Westburne Industries Limited 
1245 SHERBROOKE SUREET: WEST - SUITE 1205 
MONTREAL, 25, CANADA 
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RAPPORT INTERIMAIRE AUX ACTIONNAIRES 
50) juan, 196s 


Les résultats des opérations combinées de votre société estimés pour le premier 
semestre de 1968 sont présentés dans le tableau ci-dessous. Ils sont sujets aux 
vérification et ajustements habituels de fin d’année. Les résultats comparatifs pour 
1967 ont été ajustés et établis sur une base pro—forma afin d’inclure ceux des 
filiales acquises durant le second semestre de 1967, ainsi que les ajustements 
passés en fin de cet exercice. 

Premier Semestre 


1968 1967 

Chiffre dgattaines. 2 aos. ele sete een ee eee $28,964,000. $27,137,000. 
Benes UCosnetwavant smpOcS= aimee eee ene iene SPE natok 510,090. 438,563. 
Tmpots: Suc aher revenues serccace oo seca eee ee ee eee 255,000. 210,000. 
Bénéfice mete pour las perlodenia. ee eae en eee $ Boon Ol0r $ PRES NES 5 


Le chiffre d’affaires du premier semestre de 1968 révéle une augmentation de 7% 
sur la période similaire de l’an dernier tandis que le bénéfice a progressé de 11%. 
Toutefois, en procédant a 1’extrapolation de ces résultats intérimaires sur une 
base annuelle, il convient de tenir compte des éléments modificateurs suivants. 


La distribution en gros de matériel de plomberie est un commerce cyclique dont 
les volumes les plus élevés de ventes sont enregistrés entre mai et novembre tandis 
que les frais d’exploitation, a 1’exception des dépenses d’installation de 
nouvelles succursales, sont pratiquement constants au cours de l’année. Il en 
découle que les résultats de fin d’année dépendent considérablement des niveaux de 
ventes réalisés durant cette période de haute productivité; ceci pour autant que 
les marges bénéficiaires brutes soient maintenues et qu’aucune augmentation 
importante des frais fixes d’exploitation ne survienne. 


Le 28 juin nous avons acheté le commerce en gros de plomberie, chauffage et 
électricité de J. S. Mitchell (1964) Ltd., société d’importance desservant 
Sherbrooke et les Cantons de 1’Est du Québec. Cette acquisition permet donc 1’entrée 
de votre société dans la distribution en gros de produits électriques. 


Durant le semestre nous avons disposé de notre investissement en actions de 
classe "B" de Cygnus Corporation pour un montant de $5,750,000. Les fonds réalisés 
ont été utilisés pour fins d’acquisitions ou pour diminuer nos emprunts bancaires 
en cours. 


Le Président, 


Lucien Cornez. 


United Westburne Industries Limited 
SUITE 1205 - 1245 OUEST, RUE SHERBROOKE 
MONTREAL 25, CANADA 


CABLE '‘WESTCO"’ TELEPHONE 288-3186 
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We are pleased to present the report on your Company’s operations 
and the consolidated financial statements for the year ended Decem- 
ber 31, 1968 and the three months ended March 31, 1969. 


WESTBURNE INTERNATIONAL INDUSTRIES LTD. 


As of the date of this report the terms of the share exchange 
offer made to you on March 31, 1969 and recommended by your 
directors, have been met and United Westburne Industries 
Limited is now a subsidiary of Westburne International Industries 
Ltd. along with Commonwealth Petroleum Services Ltd. and 
Trimac Transportation Limited. When the share exchange became 
effective, Westburne International Industries Ltd. owned about 
85% of the Common Shares, 60% of the 1967 ‘‘A”’ Share Purchase 
Warrants and 100% of the Series ‘‘B”’ Share Purchase Warrants 
outstanding of your Company. 


Westburne International Industries Ltd. has advised your directors 
that its share exchange offer will continue in effect until terminated 
by reasonable notice and also that steps are being taken to 
register the share exchange offer with the United States Securities 
and Exchange Commission so that it could be made available 
to residents of the United States. 


FINANCIAL 


Your directors have approved a change in the fiscal year-end from 
December 31st to March 31st. Accordingly, the financial state- 
ments submitted herewith are for the year ended December 31, 
1968 and the three months ended March 31, 1969. 


The firm of Messrs. Roberts, Gibson & Fraser who had been the 
Company’s auditors for several years merged their practice with 
that of Touche, Ross, Bailey & Smart as of May 31, 1969. There- 
fore it is their report, as successors to the practice of Roberts, 
Gibson & Fraser which accompanies our financial statements. 


Westburne International Industries Ltd. filed an S-1 Registration 
Statement on June 30, 1969 with the United States Securities 
and Exchange Commission covering a proposed sale of 1,000,000 


ef 


TO THE SHAREHOLDERS OF UNITED WESTBURNE INDUSTRIES LIMITED 


common shares later this year. In order to comply with the 
accounting requirements of the Securities and Exchange Com- 
mission and with current accounting regulations, certain changes 
in accounting treatment were necessary for your Company and 
have been made retroactively as of December 31, 1968; the net 
effect of which is reflected in the following revised consolidated 
summary of earnings of your Company for the five years ended 
December 31, 1968 and for the three months ended March 31, 
1969 and 1968: 


Three Months 
Ended March 31 


1964 1965 1966 1967 1968 1968 1969 


(unaudited) 
(Thousands of Canadian Dollars) 


Operating revenues $ 7,409 $24,296 $40,645 $44,431 $70,290 $12,607 $16,309 


Year Ended December 31 


Costs and expenses 7,155 22,981 38,192 42,512 68,298 12,930 16,648 
Earnings (loss) 

from operations..... 254 «1,315 (2)453° «1,919 «1992 (323) (339) 
Other deductions. . 21 205 427 571 646 145 193 
Income taxes, 

current and deferred 90 560 1,054 647 728 (231) (261) 
Earnings (loss) 

before extra- 

ordinary items... . 143 550 972 701 618 (237) (271) 
Add extraordinary 

ALONG: fttecttte eiete 3,587 — — = 754 = = 
Minority interest. . 10 10 10 10 10 2 2 


Net earnings (loss) $ 3,720$ 540% 962% 691 $ 1,362 $ (239) $ (273) 


For the year ended December 31, 1968 sales volume totalled 
$70,290,000 compared to $44,431,000 in 1967, which figure 
excludes sales of two subsidiaries acquired late in 1967. Had the 
sales of these two subsidiaries been included the total volume for 
1967 would have reached $60,204,000, representing a pro-forma 
increase during the year of 16.7%. Net earnings before extra- 
grdiaary items and after taxes amounted to $618,000 in 1968.com- 


pared to $701,000 in 1967. Profits have been affected by tighter 
competition and by the 3% surtax imposed on corporate profits. 
However, it should be noted that an amount of $798,000, repre- 
senting a non-recurring loss on the termination of activity of our 
manufacturing division, was charged against operations in 1968. 
Net earnings after extraordinary items and minority interest 
amounted to $1,362,000 and $691,000 for 1968 and 1967 respec- 
tively. Included as an extraordinary item in 1968 is a gain of 
$753,890 on the sale of your Company’s investment in Cygnus 
Corporation Limited. 


Sales for the quarter 1969 were $16,309,000 compared to 
$12,607,000 for the like period of 1967 but a net loss of $273,000 
was incurred compared to $239,000 in the same three months of 
1968. The decline is caused ih part by a provision for doubtful ac- 
counts in 1969 of $235,000 compared to only $45,000 in 1968, while 
the loss for these three first months of 1969 resulted from the cyclical 


nature of the plumbing and heating wholesale industry. 


Working capital as at March 31, 1969 amounted to $13,590,000 
as compared to $13,314,000 at December 31, 1968 and $8,291,000 
at December 31, 1967. The proceeds from the sale of the shares of 
Cygnus Corporation Limited were used to reduce current bank 
loans. 


On March 31, 1969 your Company issued $1,000,000 of 816% 
Sinking Fund Debentures Series ‘‘C”’ to a leading insurance 
Company. 


OPERATIONS 


During the period covered by this report your Company has made 
two new,acquisitions and opened several new branches as follows: 


On June 28, 1968, we acquired the plumbing, heating and the 
electrical wholesale business assets of J. S. Mitchell (1964) 


Ltd., a company serving Sherbrooke and the Eastern Township 


region of Quebec. 


In August, 1968, we acquired from Commonwealth Petroleum 
Services Ltd. all of the outstanding shares of Turret Supply 
Company Limited, a company operating in Chatham, Ontario, 
whose plumbing and heating wholesale department was already 
managed by your Company. 


Grande Prairie, Alberta, Sydney, Nova Scotia and the Rouyn- 
Noranda area of Quebec. 


As mentioned earlier your directors terminated your Company’s 
manufacturing business which had been carried on as the “ Regent” 
division with a loss on disposal of assets of $798,000. While this 
was a serious and unfortunate loss, it was obvious that continua- 
tion of this business was not justified. 


EMPLOYEES 


Your Directors wish to record their appreciation of our employees’ 
efforts and loyalty during the past year. Companies are made of 
people and we are very proud of our staff’s efficient efforts across 
the country. 


OUTLOOK 


Since the last annual report there have been considerable changes 
brought about by the “merger” of United Westburne Industries 
Limited with Commonwealth Petroleum Services Ltd. and Trimac 
Transportation Limited as subsidiaries of Westburne International 
Industries Ltd. Former shareholders of United Westburne will 
now have an interest in a much more diversified company. 


In the plumbing, heating and related products wholesale business 
carried on by your'Company, the immediate outlook continues 
to depend to a great extent on availability of funds and its cost 
on a long term basis. To meet the existing physical requirements 
of the country, important residential, commercial or industrial 
construction programmes are required and regardless of set backs 
caused by monetary considerations, these programmes will have 
to be accomplished and your Company will benefit therefrom. 


Your Directors are confident that 1969-70 will be another year of 
success and growth for your Company within the new Westburne 
International Industries Ltd. group of companies. 


Submitted on behalf of the Board of Directors 


Luctmn CorNEz 


_+ ._:In August, 1968, a new branch was opened in St. John’s, President 
Wewfoundland and in early 1969, branches ‘were opdfec@gy August 4, 1969. 
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United Westburn 
Sen AND SUBSIDIAI 
Cone (Incorporated under 


CONSOLIDATED BALANCE SHEET AS AT LC 


(with comparative figu 


ASSETS 
December 31, March 31, 
1967 1968 1969 
CURRENT: 
Cash . é 3 : ; : : : : ; ; & 919,452 $ 1,754,806 $. 
Short term deposits : ; , F ' é : : = 500,000 1,450,000 
Due from directors and officers . : — = 33,986 
Accounts receivable, after deducting pl owanee for doubiul 
accounts of $579, 878 at December 31, 1968 and ie 332 
at March 31,1969 . . 10,776,146 12,647,220 11,961,092 
Inventories, at the lower of cost or net realizable value , ‘ 11,378,341 12,602,628 13,910,529 
Prepaid expenses and other current assets ‘ ‘ i : 85,337 69,255 199,909 
23,159,276 27,573,909 27,555,516 
MORTGAGES RECEIVABLE . : : : ; ; ‘ : 115,517 85,239 184,820 
INVESTMENT — at cost (Note 2) : : : ; c F : 4,996,111 — = 
DEFERRED INCOME TAXES (Note 3) . : é : 27,629 427,601 430,302 
OIL LEASES AND DEVELOPMENT EXPENDITURES, at cost, less accumu- 
lated depletion of $71,976 at December 31, 1968 and Ee 976 
at March 31, 1969 (Note 4) : Y : 175,987 153,937 160,856 
Frxep: — at cost (Note 4) 
Land... a? aye ae 1,058,113 1,134,470 1,096,831 
Buildings and Equipment . ‘ ; ' ; : ; , 4,883,089 5,323,263 4,649,439 
Land and building held for resale. : ‘ : ; : — = 488,601 
Construction in progress. : : ; 5 : : ; — —- 447,614 
5,941,202 6,457,733 6,682,485 
Less: Accumulated depreciation ; : : : i ; 1,714,295 1,776,760 1,813,668 
4,226,907 4,680,973 4,868,817 
DEBENTURE DISCOUNT AND EXPENSE, LESS AMORTIZATION (Note 5) . 162,946 198,144 195,016 
EXCESS OF COST OF INVESTMENT IN SUBSIDIARIES OVER NET ASSETS 
AT DATES OF ACQUISITION (Note 6). : : : : : 1,933,016 1,929,185 1,929,185 


$34,797,389 $35,048,988 $35,324,512 


AUDITORS’ REPORT 
The Sees, United Westburne Industries Limited. 

We have examined the consolidated balance sheet of United Westburne Industries Limited and its subsidiaries as at December 31, 1968 and March 31, 1969 and the consolidated statements 
of earnings and retained earnings and source and application of funds for the year ended December 31, 1968 and the three months ended March 31, 1969 for United Westburne Industries Limited and 
those subsidiaries of which we are auditors our examination included a general review of the accounting procedures and such tests of accounting records and other supporting evidence as we considered 
necessary in the circumstances. We have relied on the reports of the auditors who have examined the financial statements of the other subsidiaries. 

Tn our opinion these consolidated financial statements present fairly the financial position of the companies as at December 31, 1968 and March 31, 1969 and the results of their operations 
-@iid the source and application of their funds for the year ended December 31, 1968 and the three months ended March 31, 1969 in accordance with eee ‘accepted accounting principles. 
TOU , ROSS, BAILEY & SMART, Chartered Accountants. 

(Successors to the practice of ROBERTS, GIBSON & FRASER, Chartered Accountants, 

Montreal, Quebec, June 28, 1969. . who examined the financial statements for the fiscal years ended prior to March 31, 1969) 


be 


[imadustries Lrizmited 


COMPANIES 
Alberta Companies Act) 


-EMBER 31, 1968 AND MARCH 31, 


as at December 31, 1967) 


CURRENT: 
Bank loans — secured (Note 7) 
Dividends payable 
Accounts payable and accrued Rabies 
Income taxes payable (Note 3) . : 
Current portion of long term debt (Note 8) 


Lone TERM DEBT (Note 8) : ; 
MINORITY INTEREST IN PREFERRED SHARES OF A SUBSIDIARY 
COMPANY (Note 9) 


SHAREHOLDERS’ EQUITY 


Capirau stock: (Notes 8 and 10) 


644% cumulative redeemable preferred ‘‘A” shares, par value 
$50.00 


Authorized and originally issued 
Purchased for canceliation 

(1,675 shares at December 31, 1968) 
Outstanding and fully paid 


Common shares, par value $2.50 each 
Authorized 
Issued and fully paid 
CoNTRIBUTED sURPLUS (Note 11) 
RETAINED EARNINGS (Notes 8 and 12) 


The notes to the financial statements are an integral part thereof. 


1969 


LIABILITIES 


60,000 shares 


2,200 shares 
57,800 shares 


5,000,000 shares 
1,658,708 shares 


Signed on behalf of the Board 


L. CORNEZ 


D. N. STOKER 


\ Directors 


December 31, March 31, 

1967 1968 1969 
$ 9,353,366 $ 6,527,063 —$ 5,398,000 
46,875 46,875 45,156 
4,813,033 6,812,938 8,235,819 
590,667 763,891 131,738 
64,305 108,876 154,355 
14,868,246 14,259,643 13,965,068 
5,905,471 5,633,673 6,492,028 
200,000 200,000 200,000 
3,000,000 2,916,250 2,890,000 
4,088,100 4,105,107 4,146,773 
330,840 334,649 342,983 
6,404,732 7,599,666 7,287,660 
13,823,672 14,955,672 14,667,416 
$34,797,389 $35,048,988 $35,324,512 
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United Westburne Industries Limited 


AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF EARNINGS AND RETAINED EARNINGS FOR THE 
YEAR ENDED DECEMBER 31, 1968 AND THE THREE MONTHS ENDED MARCH 31, 1969 
(with comparative figures for the year ended December 31, 1967) 


GROSS REVENUES 


OPERATING INCOME BEFORE THE UNDERNOTED ITEMS 

AMORTIZATION OF DEBENTURE DISCOUNT AND RELATED EXPENSES 
(Note 5) 

DEPRECIATION AND DEPLETION EXPENSE (Note 4) 

INTEREST — LONG TERM DEBT 

OTHER . 

NON-RECURRING LOSS ON TERMINATION OF ACTIVITY OF 

MANUFACTURING SUBSIDIARY 


INTEREST INCOME ; : - 5 ‘ ‘ 
NET EARNINGS (LOSS) BEFORE TAXES AND EXTRAORDINARY ITEMS 
PROVISION FOR (RECOVERY OF) INCOME TAXES . 
NET EARNINGS (LOSS) BEFORE EXTRAORDINARY ITEMS 
GAIN ON SALE OF INVESTMENT ee 2) 
MInoriry INTEREST 
NET EARNINGS (LOSS) FOR THE PERIOD 
RETAINED EARNINGS BEGINNING OF PERIOD 
Add: GAIN ON PURCHASE OF PREFERRED SHARES FOR CANCELLATION 
(Note 10(a)) ; 
Deduct: Cost OF ISSUE OF PREFERRED SHARES . 
DIVIDENDS PAID ON PREFERRED SHARES 
ADJUSTMENT TO EXCESS OF COST OF INVESTMENT IN 
SUBSIDIARY OVER NET ASSETS AT DATES OF ACQUISITION 
(Note 6) 
MISCELLANEOUS PRIOR YEARS’ ADJUSTMENTS 
RETAINED EARNINGS END OF PERIOD 


The notes to the financial statements are an integral part thereof. 


Three months 
ended 
Year ended December 31, March 31, 
1967 1968 1969 
$44,431,328 $70,290,651 Y $16,309,285, 
§ 2,186,606 $ 3,124,058 $ (269,586) 
8,576 20,981 3,128 
258,856 313,732 64,592 
292,063 405,491 105,006 
302,764 333,993 106,155 
= 797,705 = 
1,324,847 1,252,156 (548,467) 
24,149 92,543 18,044 
1,348,496 1,344,699 (530,423) 
647,372 725,963 (260,810) 
701,124 618,736 (269,613) 
= 753,890 = 
(10,000) (10,000) (2,000) 
691,124 1,362,626 (271,618) 
6,468,141 6,404,732 7,599,666 
= 16,683 4,763 
264,849 = = 
140,625 184,375 45,156 
334,271 = = 
15,288 = a= 
8 6,404,732  $ 7,599,666 §$ 7,287,660 


UNITED WESTBURNE INDUSTRIES LIMITED 
AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION 
OF FUNDS FOR THE YEAR ENDED DECEMBER 31, 1968 
AND THE THREE MONTHS ENDED MARCH 31, 1969 


Three months 


Year ended ended 
December 31, March 31, 


1968 1969 
SOURCE OF FUNDS 
From operations 


Net earnings (loss) before extra- 
ordinary items . ‘ : . §$ 618,736 $ (269,613) 


Amounts charged or credited to 
earnings not affecting working 


capital 
Depreciation, depletion and 

amortization. ; ; ; 334,713 67,720 
Deferred income taxes recoverable (399,972) (2,701) 


553,477 (204,594) 


Increase (decrease) in long term debt (271,798) 858,355 
Proceeds from sale of investment. 5,750,000 a 


6,031,679 653,761 


APPLICATION OF FUNDS 
Additions to fixed assets. 2 i 745,748 259,357 
Dividends paid . ‘ : : ; 184,375 45,156 


Increase (decrease) in mortgages 
receivable . : ; ; : ; (30,278) 99,581 


Decrease (increase) in capital stock 36,351 (28,513) 
Other — net ‘ ; : 4 : 72,247 1,998 


1,008,443 377,579 


INCREASE IN WORKING CaPITAL : . $5,023,236 $ 276,182 


The notes to the financial statements are an integral part thereof. 


UNITED WESTBURNE INDUSTRIES LIMITED 
AND SUBSIDIARY COMPANIES 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER 31, 1968 AND THE THREE 
MONTHS ENDED MARCH 31, 1969 


. PRINCIPLES OF CONSOLIDATION: 


The consolidated financial statements include the accounts of all subsidiary 
companies from the dates of acquisition. 


. INVESTMENT: 


The investment consisted, as at December 31, 1967, of 825,247 Class B shares 
As cy eaus Corporation Limited. These shares were sold during 1968 for 
5,750,000. 


. DEFERRED INCOME TAXES: 


The Company is virtually certain that Westburne Metal Industries Limited 
will generate sufficient earnings in the near future against which it will apply the 
accumulated income tax losses to date. For this reason $427,601 at December 31, 
1968 and $430,302 at March 31, 1969 of deferred income taxes have been recorded 
as receivable and the consolidated provision for income taxes has been cor- 
respondingly offset. 

All the subsidiary companies except the oil producing company have provided 
income taxes on the tax allocation basis. The Company is of the opinion that 
the tax allocation basis for timing differences is not appropriate for the oil 
industry. If the tax allocation basis of accounting for income taxes had been 
followed the credits to deferred income taxes would have been $91,670 at 
December 31, 1968 and $94,568 at March 31, 1969 of which ($959) and $2,898 are 
applicable to the year ended December 31, 1968 and the three months ended 
March 31, 1969, respectively. 


. DEPRECIATION AND DEPLETION POLICY: 


All companies have provided depreciation at the maximum rates allowable for 
income tax purposes except the oil producing subsidiary which has provided in 
its accounts for depletion of oil leases and development expenditures and for 
depreciation of equipment on a unit of production method based on recoverable 
oil reserves. 


No depreciation is being taken on land and building held for resale. 


. DEBENTURE DISCOUNT AND EXPENSES: 


Debenture discount and related expenses are being amortized equally over the 
life of the debentures. This is a change in the company’s policy and the amount 
of $171,522 charged to retained earnings in 1967 has now been credited to the 
same account. Amortization to date at December 31, 1968 and March 31, 1969 
was $29,467 and $32,595 respectively. 


. Excess oF Cost oF INVESTMENTS IN SUBSIDIARIES OVER NET ASSETS AT DATES 


OF ACQUISITION: 


At the time of purchase of the subsidiary companies $589,000 of the excess of 
purchase price over net assets was attributed to fixed assets (based on an 
appraisal). The management is of the opinion that the remaining $1,929,185 
excess of cost of investments in subsidiaries over net assets at dates of acquisi- 
tion (after adjustment of $334,271 to retained earnings to reduce this account 
for earnings of a subsidiary in the year of acquisition) is of continuing value 
and accordingly does not contemplate any amortization of this asset. 


. BANK LOANS—SECURED: 


Bank loans are sécured by accounts receivable. 


NOTES (Continued) 
8. Lona TERM DEBT: 


7% Sinking fund debentures, Series 
“A"’ maturing March 15, 1987 
The debentures are redeemable prior 
to maturity, for other than sinking 
fund purposes, at the principal 
amount plus 64% if redeemed prior 
to March 31, 1970, the premium 
thereafter decreasing yearly by %% 
up to March 31, 1985 when they be- 
come redeemable at par. 
The Company covenanted to pro- 
vide a sinking fund sufficient to 
retire $225,000 principal amount of 
such Series ‘‘A’’ debentures on 
March 15, in each of the years 1971 
to 1973, $250,000 on March 15, 1974 
and $275,000 on March 15, in each 
of the years 1975 to 1986 inclusive. 
The Company has purchased $225,000 
of these debentures. Although the 
debentures are held in safekeeping 
they have been eliminated from the 
liability for presentation purposes... 
744% Sinking fund debentures, Series 
“B’’ maturing August 1, 1982 
The debentures are redeemable prior 
to maturity, for other than sinking 
fund purposes, at the principal 
amount plus 7% prior to August 1, 
1969, the premium thereafter de- 
creasing yearly by 4% up to August 
1, 1981 and thereafter at par. 
The Company covenanted to pro- 
vide a sinking fund sufficient to retire 
$40,000° principal amount of such 
Series ‘‘B’’ debentures on August 1, 
in each of the years 1969 to 1981 in- 
CRUST a5 8 ate icengr soepcsernot a Phan ae 


8%% Sinking fund debentures, Series 

“C” maturing March 31, 1989 
The debentures are redeemable prior 
to maturity, for other than sinking 
fund purposes, at the principal 
amount plus 8.4% if redeemed prior 
to March 31, 1970, the premium 
thereafter decreasing .45% up to 
March 31, 1988 when they become 
redeemable at par. 
The Company covenanted to pro- 
vide a sinking fund sufficient to retire 
$50,000 principai amount of such 
Series ‘‘C’’ debentures on March 31, 
in each of the years 1970 to 1988 in- 
CRUBVEs en aroha al eae car ie 


6%% to 9% Mortgages, payable in 
monthly instalments until 1989, are 
secured by land and buildings........ 


Less: Current portion........ 


Total Outstanding 


Current Portion 


December 
31, 1968 


March 
31, 1969 


December March 
31,1968 31, 1969 


$4,275,000 $4,275,000 


560,000 560,000 $ 40,000 $ 40,000 

— 1,000,000 = 50,000 

907,549 811,383 68,876 64,355 
5,742,549 6,646,383 

108 ,876 154,355 $108,876 $154,355 
$5,633,673 $6,492,028 


fe The trust deeds accompanying the issue of the 7% Series ‘‘A’’, the 7%% Series 

B”’ and the 844% Series ‘‘C’’, sinking fund debentures, impose restrictions relating 
to the redemption of capital stock, the declaration of dividends, the pledging of 
assets and the level of minimum working capital. Such debentures are secured by a 
floating charge on the Company’s assets. 


9. 


10. 


ll. 


12. 


13. 


14. 


MINORITY INTEREST: 


The minority interest consists of 20,000 5% Cumulative Redeemable (non- 
participating) Class A shares of a par value of $10.00 each of Saillant Inc. 


CAPITAL STOCK: 
a) First Preferred ‘‘A’’ Shares 


The Company is required on February 1, in each year, to set aside to the 
credit of a purchase fund account for the First Preferred ‘‘A’’ Shares, an 
amount to provide a fund equal to 3% of the aggregate par value of the First 
Preferred ‘‘A’’ Shares outstanding on the immediately preceding December 
31, to be applied by the Company to the purchase for cancellation of First 
Preferred ‘‘A’’ Shares to the extent such shares are available for purchase, 
at a price not exceeding the amount paid up thereon plus costs of purchase. 
To December 31, 1968 and March 31, 1969 the Company has purchased for 
cancellation 1,675 and 2,200 First Preferred ‘‘A’’ Shares, respectively, on 
the open market. 


b) Share Purchase Warrants 


The Company reserved 180,000 Common Shares to provide for the exercise 
of Share Purchase Warrants which accompanied the sinking fund debentures, 
Series ‘‘A’’ and cumulative redeemable First Preferred ‘‘A’’ Shares. The 
Share Purchase Warrants entitle the holders thereof to purchase said Com- 
mon Shares at a price of $6 per share if exercised prior to March 15, 1977. 
To date 376 Common Shares (136 shares during the year ended December 31, 
1968) were issued and 179,624 Common Shares are reserved for the exercise 
of Share Purchase Warrants in future years. The amount by which the 
purchase price of shares issued exceeded the par value has been credited to 
contributed surplus. 

The Company has reserved 15,000 Common Shares to provide for the 
exercise of Share Purchase Warrants which accompanied the sinking fund 
debentures, Series ‘‘C’’. The Share Purchase Warrants entitle the holders 
thereof to purchase said Common Shares at a price of $14 per share if exer- 
cised prior to March 381, 1979. 


Stock Option Plan 

An option to an officer for 1,666? Common Shares is exercisable at $3.81 
per share until November 25, 1974, and 1,666 24 Common Shares are reserved 
for this purpose. Options for 6,666 34 Common Shares and 16,6663 Common 
Shares were exercised during the December 31, 1968 and March 31, 1969 
periods respectively, at $3 per share. 


Cc 


~S 


CONTRIBUTED SURPLUS: 


This account arose in 1967 as to the amount of $328,500 on the conversion of 
4,896,000 shares without nominal or par value into stock and the re-conversion 
of stock into 1,632,000 Common Shares of a-par value of $2.50 each and to the 
extent of $14,483 ($3,809 and $8,334 during the December 31, 1968 and March 31, 
1969 periods, respectively) arising on the issue of shares on the exercise of 
Employee Stock Options and Share Purchase Warrants. 


RETAINED EARNINGS—RESTRICTED: 


The Alberta Companies Act requires a Capital Reserve be established equal to 
the par value of preferred shares redeemed. $83,750 and $110,000 of retained 
earnings are restricted for this purpose at December 31, 1968 and March 31, 
1969, respectively. 

The agreement with the preferred shareholders requires a Purchase Fund to be 
established and, $16,683 at December 31, 1968 and $83,412 at March 31, 1969, 
of retained earnings are restricted for this purpose. 


COMMITMENTS: 


The Company and its subsidiaries have entered into lease agreements for 
premises at annual rentals of approximately $330,000 for various terms expiring 
up to August 1977. 


DIRECTORS’ REMUNERATION: 


The total direct remuneration received by directors and senior officers of the 
Company during the twelve months ended December 31, 1968 and the three 
months ended March 31, 1969 was $249,933 and $68,005, respectively. 


